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Troubled Texas Thrifts Draw I nterest - 
Of In: Investors Banking on a Turnaround 


! By LZonargp M. APCAR 
Staff Reporter of THE WALL STREET JOURNAL 

DALLAS — The going-out-of-business 
| sale among Texas savings and loan associ- 
ations 1s starting to attract more buyers. 

In the past several weeks, investors mm- 
| terested ın speculating on a turnaround in 

Texas have been making a pitch to buy 
some of the state’s troubled thnfts Some 
are approaching thrift owners directly, but 
most of them are calling on thnft-industry 
regulators in seeking to take control of an 
S&L. The investors also want the Federal 
Savings and Loan Insurance Corp. to cover 
any of the S&Ls’ losses from past loans. 

The latest potential buyers include Citi- 
corp, which told federal thrift regulators 
here that it has renewed its interest in 
acquiring possibly several S&Ls as a way 
to break into Texas with a full range of 
banking services. 

The big New York banking company 
has long wanted to plunge into Texas. 
When Texas passed an interstate-banking 
law last year, Citicorp considered buying a 
Houston banking company and some of the 
state’s larger thnifts, but got cold feet be- 
cause of the economic troubles in the 
Southwest. 


Plan by Two Investors 


In addition, two Texas investors with 
ties to H. Ross Perot and Fort Worth’s 
Bass family have proposed a private in- 
vestment plan backed by some federal 
guarantees. Morton H. Meyerson, a long- 
time associate of Mr. Perot, and Richard 
E. Rainwater, a former adviser and part- 
ner to some of the Bass brothers, told reg- 
wlators that they plan to raise as much 
as $300 mulhon to take control of several 
failing Texas S&Ls. 

“We're willing to entertain all reason- 

able offers to take troubled thnfts off our 
hands,” said Lawrence J. White, a mem- 
ber of the Federal Home Loan Bank 
Board, which regulates thrifts. 

Proposals from Citicorp and Messrs 
Meyerson and Rainwater come as the Fed- 
eral Home Loan Bank of Dallas begins a 
top management change. Moreover, the 
bank is struggling to come up with a plan 
to deal with at least two dozen Texas S&Ls 
that are still open but msolvent. 

At the Dallas bank’s annual meeting 
Friday, its president, Roy G. Green, said 
he would like to close, merge or sell the 
approxunately 16% of Texas’s 280 S&Ls 
that he descnbed as “hopelessly insol- 
vent.” Mr. Green is leaving the post this 
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fall to run a Califorma thnft. === | 
H. Joe Selby, an executive vice presi- | 





dent of the Dallas bank, said he is consid- 
ering proposals to create thnft holding 
companies, capitalized by the FSLIC or by 
private mvestors, that would acquire sev- 
eral ailing institutions, centralize manage- 
ment, combine some operations, restruc- 
ture others or liquidate them Mr. Selby 
said the holding company concept is being 
considered by the Bank Board. 
FSLIC’s Plans for Funds 

The interest in Texas S&Ls arises as 
Congress is readying a bill to raise $8.5 bil- 
hon to recapitalize the ailing FSLIC, the 
thrift insurance arm of the Bank Board. At 
least part of those funds are expected to 
reach federal thnft regulators this fall. 
The FSLIC is drawing up plans to deter- 
mine how It will use the funds, which S&Ls 
it will close and which thrifts it will try to 
marry up with possible buyers and Inves- 
tors such as Citicorp. 

Mr. White of the Bank Board said, 
“We're working on a prioritizahon struc- 
ture to make make sure that we spend 
funds in a cost-effective manner.” He 
added that “‘substantial sums” will be tar- 
geted in Texas. 

As a result, investors are looking over 
acquisition candidates ın Texas and, 
“there is considerably more tire-kicking 
going on than there has been in the last 
several years,” says Michael E. Buquoi, 
chief executive of Bristol! Capital Co., a 


Dallas thnift consultant qmm- 
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pitch in to 
save S&Ls 


Ex-executives offer 


refinancing plans 


} . 
By Steve Klinkerman 
OF THE TIMES HERALD STAFF 


} 

Texas business heavyweights 
such as former EDS President 
Morton Meyerson and former 
Bass brothers dealmaker Rich- - 
ard Rainwater are among those 
stepping forward with new 
plans to rehabilitate the most 
troubled thrifts ın Texas te 

Interest in Texas S&Ls is 
picking up, regulators say, be- 
cause the impending recapital- 
ization of the savings and loan 
ynsurance fund opens the pros- 
pect that merger and acquisition 
deals can be struck with the as- 
sistance of funds from the Fed- 
eral Savings and Loan Insur- 
ance Corp... ~- 

The flurry of interest ıs giving 
regulators encouragement that 
some of the worst Texas S&Ls- 
can be saved instead of closed. 

And the prestige of some top 
Texas business names 1s bound 
to help boost depositor confi- 
dence in Texas savings -and 
loans, thrift experts say. Meyer- 
son ıs a longtime associate of H. 
Ross Perot, founder of Electron- 
ic Data Systems Corp Rainwa- 
ter is known as the shrewd in- 
vestor and dealmaker who 
helped the Bass brothers of Fort 
Worth vastly increase their al- 
ready enormous fortunes - 

The Wal! Street Journal re- 
ported on Friday that Meyerson 
and Rainwater are proposing to 
acquire a mumber of troubled 
Texas thrifis and manage them 
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! in a 
| holding company, which would 
be financed with up to $300 mil- 
| lion in new capital. 
, Meyerson was out of the aty' 
| Friday and unavailable for-com- 
ment es 
| Central to the Meyefson-Rain- 
water proposal and other contem- 
| plated deals ıs the idea of creat- 
‘ing: a holding company and 
| bringing ın a number of troubled 
' thnfts as subsidiaries. 

Regulators, ın Dallas for the : 
annual meeting of che Federal | 
Home Loan Bank of Dallas, said: 
Friday only that they are exam|nei 
ing all options. a out 

'  Asıde from cost savings afford-' 
ed by centralizing management 
and operations, the arrangement 
reportedly would give the hold-| | 
ingycofipany the flexgbility to | 
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Gtransfer deposits and‘ loans 


among the subsidiaries, ,7!'? | Į 
“The idea (of a new: wave 0 
private investors) ‘intrigues me,” 
said Bill Ferguson, principal of 
Ferguson & Co., a financial insti- 
tutions consulting firm based in 
Las Colinas. “On a partnership 
basis with the Federal Savings 
. and Loan Insurance Corp , a sub- 
| stantial. number of businessmen 
« would come tn, and (would be al- 
t lowed im" omer bas. 
The ‘catch,’ FerguSon“said, is 
| that many investora would want 
the FSLIC to make good on loss- 
es caused by pnor loans made by 
the institutions they acquire. 
“Wherever possible, we want to 
l avoid liquidation,” said Lawrence 
ae aumember of the Federal 
Home Loan Bank Board in Wash» *| 
t ington who addressed the annual 
“meeting of the Federal Home © 
Loan Bank of Dallas. “We're al- 
' ways a little better off ur putting 
deposits, in. someone, ” else’s., 
ands” cag cea 
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gents 

' \White’s comments, along with 
those of: other regulators at the 
‘Imeeting, represent a change of 
announced strategy for the Fed- 
eral Home Loan Bank, which for 
months has been emphasizing 
liquidation as the only practical 
! for some of Texas’ most 
| deeply insolvent thnfts. 7—7 ~ 
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l4 Joe Selby, executive vice presi | 
| dent-regulatory affairs ‘atthe’ Datt” 
| as FHLB, said the Dalias-bank 13 


or with several. ¢gacepts ta, 
form a holding company for troy- 
bled thrifts. 





Roy Green, president of the 
' Dallas FHLB, said Thursday that 
as FSLIC money becomes avail- 
able, the regulators would work 
, out deals in which the the thnft 
|yinsurance fund would pay acquir- 
ang institutions or individuals a 
“sum equal to the negative net 
worth position of the troubled 
| thrifts they acquire, “so that from 
„thi the acquired institution 
| is whole" "^ 00 See 
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Plan tò Solve Texas S&Ls Crisis Mapped 


By Two Investors 





By LEONARD M. APCAR 

Staff Reporter of THe WALL STREET JOURNAL 

DALLAS—Two prominent Texas inves- 
tors with ties to H. Ross Perot and the 
Bass family are proposing a novel plan to 
rescue some of Texas’s most troubled sav- 
ings-and-loan institubons using private 
funds and government guarantees. 

The two investors are Morton H. Meyer- 
son, longtime business associate of Mr. 


mer investment adviser and partner of the 
Bass brothers of Fort Worth. They are pro- 
posing to raise as much as $300 milhon in 
private capital to take control of several 
failing Texas S&Ls, recapitalize and merge 
them into the state’s largest savings asso- 
ciation, and install a veteran thrift-man- 
agement team. In return, the investors 
propose that the Federal Savings and Loan 
Insurance Corp guarantee to fund any 
losses on past loans. _ 

The proposal, which is being reviewed 
by thrift-industry regulators in Dallas, is 
only an idea But it reflects a growing rec- 
ognition by industry leaders here and else- 
where that much more needs to be done to 
solve the Texas thrift-industry problem. 

The $8.5 billion fund-raising plan in Con- 
gress for the ailing FSLIC “‘is hke throw- 
ing aspinn at cancer,” says one Texas 
businessman Adds a California S&L exec- 
utive: “Our whole industry can't get 
healthy until Texas gets healthy.” Much of 
the money being sought could be absorbed - 
by sick Texas S&Ls, alone, regulators 
say. ~ 

Texas S&Ls are reeling from a collapse 
in real estate values because of the re- 
cession in the oil-based Southwest, an over- 
supply of commercial property and what 
regulators say are some excessive, and 
possibly illegal, lending practices. 

Messrs. Meyerson and Rainwater be- 
heve that Texas’s S&L crisis is pushing up 
, the cost of credit and that the glut of repos- 
| sessed property could drive land values m 

the state stil] lower once the government 
| begins disposing of failing real estate held 
by Texas S&Ls. At Dec. 31, there was $4.76 
| biluon in repossessed thrift property in 
| Texas, the highest of any state. 
| “It’s hurting busmess,” Mr. Meyerson 
Said m an interview And real estate inves- 
tors are reluctant to invest in Texas prop- 
erty now because they fear more property 
will be dumped on the market. ‘There are 
a lot of people who don’t think the bottom 
has been hit in Texas,” he adds Mr. Rain- 
water, through an assistant, declined to be 
interview SES a 
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Perot, and Richard E. Rainwater, the for- | 
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The Meyerson-Rainwater idea, which , 
' the two fave developed over the past six 
months, “in concept is one that we're in- 

| terested in and one that we are looking 
| at,” Roy G Green, president of the Dallas 

| Federal Home Loan Bank, said through a 

| Spokesman. “But it is just an sez at this 
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| | this year to run a Cahfornia S&L. It wasn't 


| immediately clear what impact, If any, 
Mr. Green’s departure would have on the 
prospects for the Meyerson-Rainwater pro- 
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| Messrs. Meyerson and Ramwater pre- 


| 
| sented the idea in a letter to Mr Green 
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last month. Although Dallas regulators] 


haven’t formally raised the idea with 
Washington, a Federal Home Loan Banki 
Board spokesman said officials are aware 
of it and called it “an option.” 

The Meyerson-Rainwater idea is qum- 
tessenfially Texan First, it is big. Right 
off the bat, they would form an S&L with 
| about $5 billion m assets, bigger than the 
largest Texas thnift. “You need to get a 
critical mass to make a change,” Mr. 
Meyerson says. And, that’s just for 
Starters, say others familiar with the idea. 
Eventually, they envision forming a sav- 
mgs association many times larger than ' 

t. 

Second, the pnvate investors would be 
only from Texas. If the idea gets off the 
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Plan to Rescue S&Ls | 


In Texas Is Mapped | 
By Two Executives 


Continued From Page 2 
' ground, Mr Meyerson says he would ask 
_ Mr. Perot to mvest in it, and Mr. Ramwa- 
ter would seek funding from some of the 
Bass brothers. Mr. Meyerson estimates 
that imtially 10 individuals and inshtutions 
, could raise as much as $300 mulbon. 


| Mr. Perot, founder and former char- 
ı man of Electronic Data Systems Corp., a 
Dallas-based General Motors Corp unit, 
says he has discussed the idea bnefly with 
Mr. Meyerson, a former EDS vice chair- 
man, but he knows -little about it, and 
hasn’t considered lending his money or 
name to it. “Based on what I read, S&Ls 
have a significant problem,” he adds. 

Representatives of the Bass brothers 
dechned to comment. 

Having the Bass and Perot umprimaturs 
on a huge Texas S&L would go a long way 


store consumer confidence in Texas iman- 
cial institutions. Currently, customers ner- 
vous about the frail condition of the Texas 
thrift industry are withdrawing their 
money from Texas S&Ls at a time when 
Savings are increasing nationwide. 

Mr. Meyerson, conceding that the idea 
has httle msk for possible investors, con- 
tends that the plan offers substantia! bene- 
fits and savings to the government. One 
large S&L would work through problem 
loans of dozens of insolvent Texas thrifts, 
he says, instead of the government’s usual 
method of closing or merging individual 
thrifts. 

“It’s more than just a rescue of some 
S&Ls,"’ Mr. Meyerson says, ‘it could be 
pivotal in helping turn around the economy 
af Texas” by arresting further thrift 
Fosses. i 


he adds, and the FSLIC would otherwise 
foot the bill. <: ~ pees 
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toward the plan’s success and help to re- - 
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